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IT HAS NOT B E E N my privilege to hear the preceding speakers, but 
from what I know of their competency as a group to deal with 
the assigned subjects, I am sure you have been well enlightened in 
the basic philosophies and principles of profit planning as a manage-
ment-control tool. Some of what I have to say is bound to be repeti-
tious of their comments. It has been my experience, however, in 
attending meetings of this sort, that basic concepts can stand a con-
siderable amount of repeating as long as they are structured in the 
light of different individuals' actual experiences. We need constantly 
to be reminded of basic concepts or we stray a little too far from 
them. In preparing today's talk I have found it refreshing to rethink 
my own way through just what are the fundamentals of sound reports. 
MANAGEMENT PRINCIPLES: THE KEY TO REPORT REQUIREMENTS 
Mr. Edward C. Schleh, President of Schleh Associates, Inc., 
Management Consultants, in his book entitled Management by Re-
sults1 points out that the whole of sound management is based on 
principles. An axiomatic principle of effective management calls for 
successful delegation of work effort and duties. Mr. Schleh empha-
sizes a point that ties in with the theme of this seminar, Profit Plan-
ning. He points out that the key to successful delegation is to 
delegate by the results you expect. These projected results should be 
quantified to a maximum practicable extent into meaningful figures 
and amounts. 
By way of example, to show the application of this principle, 
compare the probable effectiveness of the following two ways of out-
lining objectives for a Sales Manager: 
A. During the coming year, get in touch with all dealers in 
your territory, encourage them to step up their calls on 
customers, and assist them in every way possible with dis-
play materials and sales training. Meanwhile, keep the 
costs of your department to a minimum. 
1 Edward C . Schleh, Management by Results, New York, McGraw-Hill. 
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OR 
B. We expect a volume of $315,000 of sales next year from this 
territory, with a minimum of 5 per cent in returns and 
discounts allowed; in addition, contract with ten new 
dealers to carry our line. Except for commissions and 
travel expenses, which will be proportionate to sales, you 
should accommodate this increased volume without in-
crease in other departmental costs. 
Obviously, the task is better defined by Example B. But more 
important, we can quickly grasp the greater significance of Example B 
in relation to the subject of reporting or feeding back of actual results 
at a later date. 
Anyone who carefully considers the probable advantages of a 
definitive type of profit-planning program must certainly be con-
vinced of its contribution to more effective operations and an assured 
profit. Taking a forward look (in specific rather than in general 
terms) at all areas of the business that affect operating profit, return 
on investment, and the growth of the company is bound to pay off. 
But regardless of the care exercised in the development of plans and 
budgets, results have a way of being different than expected. The 
greatest advantage, therefore, comes with a reporting system that 
shows with impact and clarity where and why the results were what 
they were. 
In nearly 25 years of business and professional experience, I have 
had occasion to look closely into a great many management reporting 
and control systems. While the number of companies that prepare 
reports within the frame of reference of a specific plan and budgetary 
control system is increasing, I am amazed at the frequency with which 
we find operating reports going to various levels of management not 
prepared on a comparative basis or showing comparisons only with 
the results of previous periods. 
Now let's look at an encouraging side of the story. There are 
interesting opportunities available to those of us who believe in 
budgetary controls and variance-type reporting. We can make an 
important contribution to the profitability of the companies in which 
we are interested. In the Management Advisory Services work in the 
firm with which I am associated, I find it a genuine pleasure to help 
develop this kind of program. Without exception, within the scope 
of my knowledge, client management has been pleased with the 
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improvement in decision-making ability and over-all results coming 
from this effort. 
How do we go about designing the reporting system? Like most 
problems for which solutions are sought, there are quite a number of 
things we should find out, and think about, and do, before we "begin 
to" commence. At least, there are a number of considerations to be 
resolved before we take pencil and ruler in hand to draw up some 
forms or write some procedures. 
DEFINING T H E REPORTING PROBLEM 
In developing a reporting structure, it is important to recognize 
that reports, particularly management-control reports for a specific 
business, represent a problem area susceptible of study as a separate 
problem. This should be done outside the restriction of existing sys-
tems and methods. Necessary improvements, requiring longer periods 
of time to develop, can follow. A considerable amount of organized 
thinking, before starting to do anything, will pay off in a better 
integrated structure and fewer overlapping efforts. I should like to 
suggest a list of ten questions to be answered as an approach to 
report development that will prepare the ground for a well-organized 
and useful harvest of management information: 
• Have you developed a satisfactory definition of a useful man-
agement report? 
• Have you established some basic rules that your reports must 
comply with to meet an acceptable standard of quality? 
• What are the appropriate time cycles for issuing reports against 
budgets and forecasts? 
• What correlation should be established between budget reports 
and conventional financial and operating statements? 
• How detailed should the reports be? Will a pyramiding prin-
ciple be used that associates reporting requirements with the 
company's organizational structure? 
• What basic reporting format should be used? Should certain 
arrangements be selected as a standard pattern, and when 
should change-of-pace be used? 
• In addition to figures, will charts, graphs, and narrative pres-
entations be used? If narrative comments are planned, who 
should prepare them? 
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• How should reports be presented and distributed? If meetings 
are considered appropriate, who should conduct them? 
• How often are forecasts to be revised? How will these revi-
sions be reflected in the reports? 
• What are the principles to be employed in administering the 
reporting system and making appropriate improvements? 
I shall use most of my remaining time in suggesting some an-
swers for these questions and ways to arrive at acceptable solutions, 
or perhaps in doing both. 
DEFINING A MANAGEMENT REPORT 
I suggest that we can best define reporting requirements by 
looking at them in the light of their purposes and functions. 
Classifying reporting requirements broadly according to pur-
poses, we can start out by saying that the conduct of every business 
requires two basic types of data. First, there are reports required to 
meet the demands of management for keeping informed on the 
various branches of the business in order to plan operations, evaluate 
performance, make decisions, and take action. The second class of 
report supplies data required to meet corporate and legal require-
ments, including reports to stockholders, stock exchanges, SEC, In-
ternal Revenue Service, banks, insurance companies, and other out-
side interests. 
Much of the information required to meet managerial needs may 
be optional and have alternate approaches in its development and in 
report format. The financial type of data tend, on the other hand, 
to require greater conformance to established conventions; however, 
it is not generally necessary or appropriate to reflect in corporate 
financial reports comparisons of actual and planned data. The reports 
serving the management information and control needs—the first 
category described—are the subject of today's discussions. 
Looking, therefore, to the purpose and function of reports as we 
will discuss them, we find that most writers on the subject are in 
general agreement that they should convey information useful in 
evaluating a condition, making decisions, and generating action. Note 
that we say information and not data; there is a difference. Action 
that we wish to generate should be of a corrective, continuing, or 
accelerating nature. The reports must encompass this function as 
needed for all levels of management, be it at the top, in middle man-
agement, or at the production line. 
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Summing this up, I like to define a management report as an 
informational document designed to serve the purpose of some level 
of management in making decisions and controlling the activity for 
which that level of management is responsible. 
MEETING ACCEPTABLE STANDARDS OF QUALITY 
In this connection the accent should be placed on clarity, accu-
racy, and impact. It is the quality of the content more than the form 
that pleases the recipients of reports. We should try to achieve 
neatness, balanced eye appeal, and ingenuity in report presentation, 
but these are not primary concerns. Many accountants are doing an 
excellent job of reporting through the use of facsimile reproductions 
of long-hand figures entered on simple forms. According to my 
earlier definition of reports in terms of functions, you will remember 
that we are only seeking interest in and understanding of the con-
tents. After all, this kind of information cannot be expected to gen-
erate a rousing enthusiasm or appreciation on the part of the reader 
while pointing out variances, particularly if the showings are un-
favorable. 
Quality control over reports demands emphasis on intellectual 
honesty. We all agree with the old saying about "figures not lying," 
but we should guard against even a little window dressing or editing 
that might create an inaccurate evaluation. Accent on consistency is 
important; however, flexibility is important too when dictated by 
changing situations or requirements. These two seemingly opposite 
objectives are logically blended into one by providing clear and con-
cise footnotes pointing out the reason for and effect of any change 
in reporting procedure. 
My next point in this brief pleading for quality in management 
reports is axiomatic, yet in practice it is often slighted. By this I 
mean the attention that must be given to appropriate procedures and 
controls to assure to the supporting records the accuracy of input 
data. Double-entry bookkeeping with balanced debits and credits 
is not enough. Sloppiness in coding, in key punching, in revenue 
and expense distribution, etc., can raise havoc with the confidence 
level of the recipient of reports. 
As a last reminder in connection with quality, remember that 
brevity usually contributes to impact, and at the same time is con-
siderate of the reader's valuable time. Reports that limit themselves 
to the setting forth of exception conditions fit in well with this 
objective of brevity. 
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TIME CYCLES 
It is useful and necessary in the construction of an integrated 
reporting scheme for a business to classify reports in a number of 
ways. One helpful classification deals with the cycle of preparation. 
A determination of the most appropriate time intervals for prep-
aration of each report—that is to say, whether it should be daily, 
weekly, monthly, or at some other interval of time needs careful 
consideration. Frequent reports on matters that cannot be the subject 
of frequent decisions will lose their effectiveness. Reports covering 
activities over an undue span of time will result in decisions that 
are too late. 
Performance reports are historical in nature in that they relate 
to a period that has ended. Management needs periodic reports to 
supplement personal observation and other indicators of whether 
planned performances are or are not being achieved. If we wait to 
the end of a substantial span of time to issue all reports, there is no 
provision for interim evaluation during the execution of the plan. 
Reporting systems that do not make information available at strate-
gic intervals throughout a period covered by a plan do not provide 
effective control tools. 
The basic requirement of control entails subdivision of the time 
period covered by the plan into a series of interim time periods with 
specific objectives for these periods. It is in these short-range, con-
trol-purpose areas that we utilize predetermined norms, standard 
costs, and the like as the basis of comparison with actual results. 
Reporting requirements for weekly and daily control needs or, if 
the situation calls for up-to-the minute information, at shorter time 
intervals are often satisfied by statistical measurements of some type. 
Some of the most helpful information may be contained in numbers 
representing something other than dollar amounts as, for example, 
the following: 
Sales volumes 
Cost ratios 
Percentages of variations from norms and standards 
Man-hour requirements 
Production yields 
Quality control statistics 
Capacity utilization percentages 
Profit-volume ratios, etc. 
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The objective of proper timing will be met by providing an 
accurate measure of actual results, compared to plan, or to standards 
which are integral parts of the plan, quickly and simply, so that 
timely action can be taken where needed. 
RELATIONSHIP OF BUDGETARY CONTROL REPORTS 
AND REGULAR STATEMENTS 
I pointed out earlier some differences between the reporting 
requirements for management control and for meeting conventional 
corporate needs. It is this internal reporting requirement that puts 
our ingenuity as accountants to the test. This is because, first, in 
giving consideration to the development of reports from a manage-
ment point of view we must understand management's problems and 
what management expects or should expect from accounting. Sec-
ondly, for maximum efficiency of the system, we should accommodate 
the financial reporting requirements in accordance with generally 
accepted accounting principles with minimum duplication of effort, 
least possible reclassification, change in detail, or manner of pres-
entation of the data. 
Simply stated, I think there should be maximum correlation and 
agreement of the performance reports with other statements and 
records of the business, or in the absence of these conditions, a 
reconciliation. In addition to the efficiency objective just mentioned, 
we need this basic agreement of data to give everyone complete con-
fidence in the information. 
DETERMINING AMOUNT OF DETAIL T O BE PRESENTED 
It is generally appropriate to relate the question of detailed versus 
condensed information to the organization level of the persons for 
whom the reports are prepared. In Sord and Welsch's book on Busi-
ness Budgeting,2 the chapter on Control-Reporting contains the fol-
low statement: 
The effectiveness of the control process is dependent to a 
large degree upon reliable measurement and reporting of actual 
performance in terms of organizational responsibility. This 
requirement creates a need for an accounting system precisely 
tailored to fit the organizational structure. With such an 
2 Business Budgeting—A Survey of Management Planning and Control Practices— 
a research study and report prepared for Controllership Foundation Inc. by Dr. Bur-
nard H . Sord and Dr. Glenn A. Welsch. 
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accounting system, accurate and periodic performance reports by 
organizational units are possible. 
The pyramid principle generally reflected by organizational struc-
tures is applicable to report structures. At the base of the pyramid 
are the line supervisors having the most direct control over the 
utilization of materials, labor, equipment, and other corporate assets. 
It is, therefore, logical to supply these persons with the most de-
tailed information. Major department heads, on the other hand, can 
usually better utilize reports that group expenditures or other data 
into significant classes, by cost centers, or other organizational units. 
Underlying detail must, of course, be available when called for. 
Accountants must recognize that individual managers have dif-
ferent appetites for detail, and many actually have the ability to as-
similate masses of statistical data. We must have an attentive and 
sympathetic ear for the requests made for various types of infor-
mation. True, the solution to the problem of effectively reporting to 
management requires more than asking management people what 
they want, but extends to determining what they need. This is not 
easy, and the accountant must tread carefully here. Efforts to shape 
the reporting format and content in a manner contrary to the ex-
pressed wishes of management or individuals therein must be tact-
fully carried out. The practical rule is to give in with all possible 
grace if you can't sell your views by force of their logic. 
As a guide in determining how much detail to publish regularly, 
the reports should attempt to answer questions that are always asked. 
The system should be relied on to answer questions that may be 
asked. 
The necessary compatibility of the profit-plan details (as origi-
nally developed and approved) with report details is a further cri-
terion in arriving at degree of condensation of performance data. The 
variations between actual and planned amounts must be susceptible 
of understandable analysis. In other words, it generally works out 
that the forecasting and budget development formats look the same 
in regard to number of line items and sequence of data as the reports. 
Finally, I think the same admonition applies in regard to choos-
ing the appropriate amount of supporting details as mentioned earlier 
in regard to quality of reports—that is, brevity will contribute to 
impact. 
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SELECTION OF REPORT FORMAT 
I suggested earlier that some careful advance thought should be 
given to report format. The implication is not intended, however, 
that there is only a certain acceptable arrangement and layout of the 
information. On the contrary, there is room for considerable inge-
nuity and it should be encouraged in order to meet the needs of the 
particular circumstances. 
There is a contribution to easy understanding in threading a 
consistent pattern throughout the reports within a given company. 
For example, it is helpful to the reader to become accustomed to 
having total columns consistently shown on one side or the other of 
detail columns, monthly information regularly displayed in a certain 
position relative to year-to-date information, non-monetary control 
statistics boxed in a special location near the top or bottom of the 
page, and so forth. 
At the same time, there is merit in generally freshening up the 
report structure at intervals of, say, every couple of years. This 
change of pace will draw attention to the report content and stimulate 
reader interest that might otherwise lag. Stale descriptions will be 
eliminated and more current ones created. In some instances, entire 
reports will have lost their significance and can be dropped, and other 
reporting needs recognized and fulfilled. Normal resistances to 
change will be incurred, and objections may be raised that, "Now we 
can't compare the results of current operations easily with those of 
other years." The better view, however, is that these changes are of 
significance only at the time forecasts, plans, and budgets are being 
prepared. Once this is accomplished and proper emphasis is placed 
on reporting actual figures in comparison with budgetary control 
data, it becomes obvious that prior period results are about as useful 
as a last-year's news magazine. 
The material appended contains operating report formats illus-
trating a few rules of presentation which I think are becoming quite 
common practice, as follows: 
• Avoid displaying figures for last month, same month last year, 
and last year to date. 
• Whenever multiple columns of figures are shown with common 
item descriptions, locate the descriptions near the center of 
the page. This arrangement is particularly appropriate when 
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current-month and year-to-date information is on the same 
page. 
• Arrange information to call attention to variations from plan, 
rather than on total amounts. Ways of accomplishing this 
are: 
a) If a number of reports are submitted as a package, place 
a summary type of variation analysis as the top report. 
b) Reduce reading time by showing only planned figures, 
or only actual figures with variation amounts, percent-
ages, etc., but not both actual and planned data. (Some 
systems accountants suggest showing only the varia-
tion amounts, but this does not lend itself to quick rec-
ognition of relative magnitude. Being off one thousand 
dollars from plan is of greater significance in an account 
with a planned expenditure of $10,000 than if the ex-
pected total is on the order of $100,000). 
c) Identify variation amounts by terms such as "favorable/ 
unfavorable" rather than "increase/decrease." 
• Eliminate cents from amount columns, and whenever appro-
priate in view of the size of the numbers, eliminate the least 
significant three digits of the dollars. 
• Use liberal amounts of white space. 
USE OF CHARTS, GRAPHS, AND NARRATIVE COMMENTS 
The effective use of charts, graphs, and other pictorial ways of 
displaying information definitely has a place in the report structure 
of a business enterprise. It is particularly effective at group meetings 
and before audiences of plant and engineering people. Bar charts 
and linear illustrations are fine ways to show comparative or related 
data and trends. 
It should be remembered, however, that only a limited amount 
of information can be displayed on a single graph or chart if we wish 
to achieve quick understanding and impact, generally the objective 
of this kind of presentation. This suggests the logic of being fairly 
selective in determining appropriate data, or else an excessive number 
of charts and graphs will ensue, with resultant high cost of prepa-
ration. I can recall one medium-size metal fabrication company 
wherein there were between 50 and 60 charts prepared on a regular 
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monthly basis for which an outside charting specialist was being paid 
about $650 a month. There didn't appear to be more than ten of these 
which were being regularly used in monthly supervisor's meetings; 
the remainder had occasional value to the top three or four officers 
of the company and contained information easily and understandably 
available in other forms. 
Carefully developed graphs and diagrammatic presentations can 
be particularly helpful in explaining accounting-type results and rela-
tionships to non-accounting people. Frequently used examples are 
the various ways of showing fixed and variable cost relationships in 
break-even charts. Nomographs, which are somewhat like slide rules, 
can be effectively used (and re-used over and over) for more technical 
presentations of related conditions, such as illustrating combinations 
for maximizing profits through various sales mixes, use of economic 
order quantities, and the like. 
Probably the best publicized example of the effective use of 
charting techniques is contained in a booklet available from A M A 
describing the Du Pont chart system for appraising operating per-
formance. The NAA has occasional articles on graphic presentations, 
and a particularly helpful one appeared in their October 1961 Bul-
letin, Section 3. 
Brief narrative comments should be regularly employed as sup-
plementary information. Significant explanations of variations be-
tween actual and client performance, reconcilements necessary be-
cause of budget changes or other factors not readily understood by 
non-accounting personnel, and useful information about future pe-
riods all add materially to the usefulness of reports. Some account-
ants prefer to have a separate narrative section of a report package; 
if the reports are bound, I prefer to see pertinent comments placed 
on the page facing each applicable report, or at the bottom of the 
page if space is available. The latter approach is particularly effective 
if each manager in a responsibility reporting scheme can be encour-
aged to write his own comments about his operation. 
From a practical view point, there are some advantages to leaving 
the task of developing narrative comments to the chief accounting 
officer. He is more likely to be able to organize this effort to coincide 
with the timing requirements and due dates of the reports. In addi-
tion, he should be in a better position to present interpretive com-
ments without bias. He must, however, be certain of his facts or his 
comments will backfire. 
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METHOD OF PRESENTATION 
Notwithstanding all of the emphasis on timely, highly condensed 
flash reports to upper echelons of management, and on-the-spot re-
ports of details to operating supervisors, much significant report de-
velopment relates to a monthly period. I shall confine my comments 
about method of presentation to these conventional and regularly 
prepared monthly reports. Generally speaking, it works out best to 
have all of the monthly operating reports for each level of manage-
ment and related statements of condition published and distributed 
at the same time. The due dates should be in accordance with a pre-
determined schedule stated in terms of a certain number of working 
days after the close of the period. Someone might logically ask why 
all reports should be withheld until the last ones are finished. The 
answer is that, even with a manual system, once trial balances are 
taken off and in readiness it does not take long to prepare, edit, care-
fully intercheck, and review for reasonableness and accuracy all re-
ported information. This again is just another part of the quality 
control emphasis discussed earlier. 
Monthly management meetings for the purpose of discussing the 
reports, evaluating performance as therein disclosed, and reaching 
agreements upon indicated action are highly desirable. It has been 
my observation that everyone agrees with this, but in practice strict 
adherence to the schedule of meetings is more honored in the breach 
than in the observance. The meetings may have top management 
endorsement and even a period of energetic occurrence, but a lot of 
discipline is required to keep them going. Vacations or other absences 
on the part of key persons, special crises of one kind or another, or 
other interferences tend to make them degenerate. Nevertheless, as 
stated at the beginning of this talk, the reports provide the real 
harvest of decision tools for management use. What a waste of time 
and effort to do less than insist upon managers spending an hour or 
so carefully reviewing the crop of results and related analyses! 
The number of separate meetings, the persons attending, and the 
selection of the person best qualified to conduct the sessions are mat-
ters depending on size of company and number of levels of manage-
ment in the organizational structure. Generally there are distinct 
advantages to having each session chaired by the highest level officer 
or supervisor concerned. The Controller or other accounting repre-
sentative should be present to assist in any way he can, but only in 
his true staff function. 
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FREQUENCY OF REVISIONS 
The most common span of time for which intensive plans and 
budgets are developed is for a calendar or fiscal year. A s factors and 
conditions change dur ing the year, adjustments of the original plan 
may become necessary in order to keep the variat ion amounts from 
becoming so large that performance variations are over-shadowed 
by known variations in the plan. Differences of opinion may arise on 
(a) how often budgets of fixed costs, variable cost rates and/or pro-
jected sales should be changed and (b) whether this should be done 
at regular intervals or as necessary because of the occurrence of s ig-
nificant modifications of projected costs, volumes, or prices. W h e n 
budgets are revised, some managements want both variations shown 
—that is, between actual and revised and actual and original amounts. 
Frequent changes in the profit-plan figures can sometimes be dis-
couraging to department heads str iv ing to make a favorable showing. 
They say, wi th some justif ication, that every time they approach 
scoring posit ion, someone changes the goal posts or the ground rules. 
The other side of the argument centers around attempts to keep 
variat ion analysis largely related to good or bad performance and not 
dealing wi th matters beyond supervisory control, such as price levels, 
wage rates, and abnormal volume fluctuations. 
The final resolution of this question, it seems to me, is up to 
management. The accountant should make certain the alternatives 
are understood by management and then be flexible enough to set 
up his procedures in accordance wi th the desired approach. 
I th ink it is not too important exactly how the matter is resolved, 
but only that the question be considered and an approach be decided 
upon which management understands. A spirited debate among man-
agement personnel to decide how and when budget revisions should 
be recognized is a good sign, as it indicates they are tak ing their 
planning seriously. 
A s a general proposit ion, a satisfactory approach often works out 
along these l ines: 
a) Develop the annual profit plan before the start of the year 
by breaking down the first quarter into months, and show-
ing the second, third, and fourth quarters without monthly 
breakdowns. 
b) Du r ing the th i rd month of each of the first, second, and third 
quarters, take into account known revision factors of real 
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significance and project the ensuing three months and re-
maining quarters accordingly. 
c) Provide management with a quarterly summary statement, 
showing the effect of budget revisions upon planned profit 
for the year; thereafter, show variation amounts only in 
relation to revised figures. 
There can be a number of acceptable modifications to this ap-
proach that will meet the objective of providing for good variation 
analysis. Customer, manufacturing, and purchasing lead times are 
among those factors which bear upon the best solution in an indi-
vidual instance. 
ADMINISTRATION OF T H E REPORTING SYSTEM 
Profit planning is a philosophy that needs constant application, 
frequent review, and interpretation. It is not an instrument to be 
locked in a desk drawer and only dusted off on special occasions. 
Management must be sold on the concept that carefully developed 
reports comparing actual operations with planned operations are the 
substance of which sound decisions are made. They should be con-
ditioned to expect to wait as long as two years before appreciable 
benefits can be demonstrated. Even then, benefits accrue only if 
management personnel act and re-act in responsible accord to the 
signals that are developed for them. In the planning process, product 
mix studies, economic run comparisons, and production plans will 
bring up many decisions to be made relative to inventory levels, 
storage requirements, employment levels, etc. Administration of the 
reporting system, if it is to be effective, must include a continual 
encouragement to management to use these tools. Within limits of 
prudence, it requires an educational and selling job on the part of the 
accountant. 
Sometimes, when writing job descriptions, we say that the con-
troller's office is responsible for the overhead cost incurred on the 
reports developed within that department. A figurative offsetting 
credit is available only upon assurance that the reports are effectively 
utilized. Otherwise, they should be withdrawn. 
As stated earlier, attention should be directed at reasonable inter-
vals to improving the form and alignment of the reports. We have 
also discussed briefly the problem of keeping planned data appropri-
ately updated during the fiscal year. However, successful budgeting 
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depends more on sound organization and administration of the various 
functions of the enterprise than it does on the technical refinements 
or particular methods employed. This requires full cooperation 
throughout the company and a working understanding among the 
people using the reports. 
An additional basic principle for successful implementation and 
administration of the planning and reporting system is to assure com-
plete understanding by all members of the management team as to 
who has been designated as "in charge" to direct the accumulation of 
data, assemble the budgets, supervise procedures, and assist in inter-
pretation of results. 
REVIEW OF EXHIBITS 
The exhibits are quite self-explanatory and serve to illustrate 
some of the points made earlier. 
Exhibit 1 repeats the check list of ten points which provided the 
frame of reference for nearly all of my foregoing remarks. 
Exhibit 2 illustrates a technique which is extremely helpful in 
conferences with executive management personnel to explain the 
over-all approach to management reports. A schedule like this, par-
ticularized for a given company in terms of major control areas, 
methods for planning activities in each of those areas, accounting for 
them during the performance cycles, reporting results, and names of 
persons who are to receive the reports, is convincing evidence that 
the report structure is complete and well integrated. 
Exhibits 3 through 10 are slightly modified versions of monthly 
reporting structure presently used by one of our client companies. 
Your attention is particularly directed to Exhibit 3 entitled Report 
on Profit Plan. It represents the apex in the pyramid of reports and 
summarizes what should be extremely interesting and understandable 
information for the busy executive. A simple subtraction at the top 
of the page shows the month and year-to-date deviations between 
actual and planned profits. The rest of the page is devoted to ana-
lyzing these variances in significant categories by areas of responsi-
bility. More detailed information regarding each category is available 
by reference to underlying reports. 
Exhibit 11 is submitted as amplification of my earlier remarks 
regarding ways of dealing with interior revisions to the profit plan. 
You will recall that I outlined an approach that would provide man-
agement with a quarterly summary of budget revisions. After 
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providing this summary information and supplying appropriate expla-
nations, subsequent monthly reports can be supplied with variation 
amounts relating only to revised figures at all levels of reporting 
detail. 
CONCLUSION 
In summary, I have suggested a check list of questions designed 
to provide an orderly approach to reporting on forecast results. The 
list is not all-inclusive; there are many other questions which obvi-
ously bear upon the report development in a given organization. Such 
matters as nature of the business, calibre of the staff, general profit-
ability of the company, and special regulations and controls must all 
be considered. The specific questions to be answered are not as sig-
nificant as the recognition of a need to study reporting requirements 
analytically as a separate problem. 
The function of reports is to close the control loop enabling man-
agement personnel to evaluate results specifically in relation to plans 
and generate action toward correcting, continuing, or accelerating 
the plans. In order to fulfill this function, we must prepare for report 
content identifying levels of accomplishment at useful intervals of 
time by areas of responsibility. 
Administration of the reporting program and of the supporting 
records and procedures is a basic accounting function. Adminis-
tration of the profit plan through the utilization of properly pyra-
mided reports is the responsibility of management at all levels. A 
well-planned and administered reporting system, responsively re-
ceived by an alert management, will best assure a full harvest of 
planned results. 
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E X H I B I T 1 
CHECK LIST FOR ORGANIZING A 
MANAGEMENT REPORTING PROGRAM 
1. Have you developed a satisfactory def ini t ion of a useful 
management report? 
2. Have you established some basic rules that your reports must 
comply with to meet an acceptable standard of quality? 
3. What are the appropriate time cycles for issuing reports against 
budgets and forecasts? 
4. What correlation should be established between budget reports 
and conventional f inancial and operating statements? 
5. How detailed should the reports be? W i l l a pyramiding 
principle be used which associates reporting requirements 
with the company's organizational structure? 
6. What basic reporting format should be used? Should certain 
arrangements be selected as a standard pattern, and when 
should change-of-pace be used? 
7. In addition to figures, w i l l charts, graphs, and narrative 
presentations be used? I f narrative comments are planned, 
who should prepare them? 
8. How should reports be presented and distributed? I f meetings 
are considered appropriate, who should conduct them? 
9. How often are forecasts to be revised? How w i l l these 
revisions be reflected i n the reports? 
10. What are the principles to be employed i n administering the 
reporting system and making appropriate improvements? 
Some Other Basic Requirements 
. Confine information to essentials. 
. Assure accuracy of data. 
. Always provide a basis of comparison. 
. Accent out-of-line performance. 
Issue reports promptly as scheduled. 
. Practice economy i n preparation, without sacr i f ic ing 
neatness and l e g i b i l i t y . 
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